Math. - Econ. 
Library 


September 1956 


This 


Economic Expansion: How Will 
Commercial Banks Participate? page 


Consumer Credit, Durable Goods, 


Current Charts and Statistics. page 


RESERVE BANK 
KANSAS 


: 
KANS. 
4 
4 
4 


able the public without charge. 
copies any issue may obtained from 
Research Department, Federal Reserve 
Kansas City, Kansas City Missouri. 
granted reproduce any material 
publication. 


7 
q 


XTENSIVE ECONOMIC growth since the end 

World War has brought about con- 
siderable interest the long-run growth pros- 
pects for the economy whole, and long- 
term projections total national output have 
been constructed recent years various 
individuals and organizations. Such projec- 
tions serve variety purposes. The Federal 
Government, for example, has used studies 
long-term output trends means 
determining future needs for raw materials. 
various industries, projections gross 
national product have provided one the 
tools for evaluating the desirability ex- 
pansion programs. 

the opinion many business analysts, 
the national economy currently shows pros- 
pects for continuing high rate growth 
over the long run. Since economic expansion 
creates larger requirements for money and 
credit, commercial banks, which underlie the 
entire financial system, would expected 
participate over-all economic growth. 
the scale commercial banking operations 
increases, changes may occur the types 
credit and deposit services required the 
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banking sector the economy. The distri- 
bution bank credit between loans and in- 
vestments, for example, might change ap- 
preciably. This article designed explore 
some the ways which commercial banks 
might affected long-term growth 
total output. Specifically, attempt made 
visualize alterations the scope com- 
mercial banking which may take place be- 
tween 1955 and 1975. 

Future variations the nature and size 
commercial banking operations relation 
growth the economy cannot perfectly 
foreseen, course. But observation factors 
which have been associated with past growth 
the banking system and examination 
some broader trends which have affected the 
composition bank assets and liabilities may 
give some conceptions the implications 
economic growth may have for banks. Such 
procedure may superior the implicit 
assumption that growth the economy means 
equal growth the extent that 
the future commercial banking can 
anticipated, broad outline, adjustments 
change are facilitated not only for commercial 
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bank managements, but for all economic units 
whose decisions are closely associated with 
banking activities. 

starting point for the discussion which 
follows, this article will accept, without de- 
tailed analysis, the rather widely held belief 
that the economy will maintain average 
growth total physical output approxi- 
mately per cent year. Gross national prod- 
uct, dollars constant (1955) purchas- 
ing power, would then the neighbor- 
hood $700 billion 1975. This projection 
depends upon the expectation continued 
increases the population, the labor force, 
and productivity, and upon the assumption 
that the next two decades will not dis- 
major war. The projection does not assume 
continuous boom conditions over the 20- 
year period, for growth may variable 
rates, with years moderate recession being 
offset subsequent years unusual expan- 
sion. attempt will made here ad- 
just the projected GNP figure for possible 
changes the value the dollar. The reader 
may exercise his own judgment the 
realism the assumed growth rate, how- 
ever, and make allowances for possible price 
trends, adjusting the GNP and related 
projections for commercial banking. 


Deposit Growth 


The secular growth total output has 
been accompanied expanding total depos- 
its commercial banks. This not surpris- 
ing, since these deposits are principally check- 
ing accounts which constitute the bulk the 
money supply, and growing money stock 
necessary accommodate rising volume 
money transactions. Monetary requirements 
growing economy cannot interpreted 
inflexibly, however. Needs for deposit claims 
provided commercial banks are affected 


such factors the desires the public 
for holding assets liquid form, the develop- 
ment other financial institutions providing 
financial claims which serve substitutes for 
bank deposits liquid asset holdings, and 
economies diseconomies the use cash 
balances maintained for ordinary transactions, 
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Note: Dashed lines indicate estimates the Federal Reserve 
Bank Kansas City. Ratio levels 1929 and subse- 
quent years are not strictly comparable with previous 
years. Deposit figures are June call dates. 
GNP/deposit ratios are yearly from 1919-55, over- 
lapping decade averages from 1899-1918. 


SOURCE: Deposit figures, Board Governors the Federal 
Reserve System and Federal Reserve Bank Kansas 
City; GNP figures—1899-1928, National 
Economic Research, and 1929-55, Department 
Commerce. 
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Although GNP and commercial bank de- 
posits have not always increased the same 
rate, the historical relationship between these 
variables furnishes some clues the de- 
posit growth necessary for expansion 
GNP $700 billion 1975. the basis 
available data, appears that total de- 
posits grew more rapidly than total output 
during the first three decades the century. 
Although total output increased relation 
both privately held demand balances and 
interbank deposits, time deposits rose sharply 
those years. The resulting decline the 
ratio total output total deposits was 
halted 1931, and moderate increase was 
registered during the remainder the 
Again, the behavior time deposits was 
dominating factor the rising ratio GNP 
total deposits, for individual and business 
demand deposits and interbank deposits both 
increased relative total output. Enlarged 
Treasury balances commercial banks also 
served raise total deposits during the 
Total output the economy increased 
sharply comparison with deposit balances 
1941 and 1942, but from 1942 through 
1946, gains total deposits far exceeded the 
rise GNP. Since the end the war, total 
output has grown relatively more rapidly 
than all the major deposit categories. The 
ratio GNP deposits increased sharply 
from 1946 1951, but moved within fairly 
narrow range the following four years. 

Two broad trends the historical data ap- 
pear worthy attention. First, apart from 
the years World War and the depres- 
sion the total output the economy 
since the turn the century has grown more 
rapidly than individual and business demand 
deposits and interbank balances. individ- 
uals, businesses, and banks continue econ- 
omize the use cash assets, expansion 


GNP $700 billion 1975, roughly 
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per cent increase over the 1955 level, would 
require somewhat less than proportionate 
growth these deposit balances. Should the 
ratio GNP individual and business de- 
mand deposits rise above levels prevailing 
during most the these deposit ac- 
counts would need increase somewhat less 
than per cent accommodate the assumed 
growth the size the economy. Gains 
interbank deposits might vary from the 
growth rate privately held demand bal- 
ances, depending such factors the ex- 
tent change the structure correspond- 
ent bank relationships and the growth 
those banks which typically hold large 
portion their liquid assets the form 
deposits with other banks. 

Second, the extremely rapid growth time 
deposits relation GNP which character- 
ized the first three decades the century has 
been reversed, and since 1931, the expansion 
total output has exceeded that time de- 
posits. Although historical evidence far 
from conclusive, developments the past 
years seem suggest that time deposits will 
continue increase, but perhaps less 
rapid rate than the growth GNP. The rate 
expansion time deposits commercial 
banks will depend heavily upon public pref- 
erence for other financial claims, such de- 
posits savings banks, savings and loan as- 
sociation shares, and life insurance policies, 
forms for accumulating savings. Comparative 
rates growth time deposits, interbank 
balances, and privately held demand accounts 
remain uncertain. However, may noted 
that postwar changes the composition 
deposits, following the reduction Treasury 
balances the close the war, have been 
relatively small. 

Deposit growth likely will accompanied 
serviced the banking system well 
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enlargement the average size deposit 
balances. Statistics published the Federal 
Deposit Insurance Corporation show that the 
number accounts insured commercial 
banks increased from million 1936 
about 112 million 1951. During these same 
years, the size the average account also in- 
creased almost twofold, from $785 $1,528. 
These gains the number accounts out- 
stripped the rise population and the growth 
number operating businesses. Persons 
not previously having bank accounts became 
depositors; multiple accounts for individuals 
and businesses became more common. Growth 
the scale operations businesses and 
the volume expenditures individual 
household units increased cash balance re- 
quirements these economic units, and aver- 
age deposit size rose correspondingly. Such 
changes deposits might expected ac- 
company growing number business and 
household units with rising individual expen- 
diture levels over the next years. 


Expansion Bank Assets 


Over the long run, the expansion credit 
extended banks historically has reflected 
the growth public and private debt. Grow- 
ing needs for cash balances individuals, 
businesses, and governments frequently have 
been met bank borrowing, and the process 
fulfilling these demands for credit has gen- 
erated enlarged deposit accounts. sense, 
therefore, the money requirements and credit 
needs growing economy may viewed 
different aspects the same problem. 
Since growth the volume total debt has 
been integral part long-run economic 
expansion, seems reasonable expect con- 
tinued debt increases accompany antici- 
pated growth GNP over the next years. 
enlarged demand for bank loans and 
increasing volume securities appropriate 


for bank ownership may then forthcoming, 
and supplying needed credit facilities, 
banks would also provide growing volume 
deposit money. 

While total bank assets may expected 
increase roughly proportion deposit 


COMPONENTS DEBT AND COMMERCIAL 
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Note: Federal and private debt figures are end the year 
data; state and local debt, midyear data; commercial 
bank ownership Government securities, June 
call dates through 1935, December call dates 
after; commercial bank ownership municipal and 
other securities, June call dates; commercial bank 
loans, June call dates through 1922, December call 
dates thereafter. 
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Reserve System; debt statistics from the 
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gains, important changes may well occur 
the composition bank credit. The postwar 
years, fact, have witnessed major re- 
alignment bank assets. Most notable the 
unusually large increase bank loans—over 
$55 billion the decade ending December 
1955—while bank holdings Treasury securi- 
ties declined $29 billion. Bank holdings 
other securities, mainly municipal issues, 
rose about billion. Mortgage loans 
banks increased 340 per cent, contrast 
217 per cent increase total loans, while 
credit consumers advanced nearly 800 
per cent. 

accounting for changes the composi- 
tion bank credit, interesting view 
these changes relation variations the 
structure public and private debt. There is, 
course, invariable relationship between 
the debt structure and the composition 
bank assets. Yet, alterations the debt struc- 
ture have exercised, and may continue ex- 
ercise, leading role explaining shifts 
the asset composition the banking system. 

evident the accompanying chart, 
growth commercial bank holdings Treas- 
ury securities broadly associated with 
expansion the net Federal debt. (The net 
debt any sector the economy obtained 
deducting from the total debt that sector 
the amount debt obligations held within 
the sector itself.) holdings 
Treasury securities played predominant role 
the growth total bank credit during 
World Wars and II, and also during the 
depressed years the when grow- 
ing Federal debt was accompanied debt 
reduction the private sector the econ- 
omy. Since the end the second World War, 
the net Federal debt has remained below its 
wartime peak 1945, while private and state 
and local debts have expanded rapidly, and 
the structure bank assets has become less 
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heavily weighted with Treasury issues. Gov- 
ernment securities comprised 73.4 per cent 
total bank credit the end 1945, but this 
ratio had fallen 38.3 per cent years later. 

Similarly, relationship exists between 
commercial bank holdings securities other 
than Treasury issues and net state and local 
debt, and also between total bank loans and 
the net private debt other than net corpor- 
ate long-term debt. Net state and local debt 
rose from 3.9 per cent 7.3 per cent total 
net debt, exclusive corporate long-term 
obligations, the years ending December 
1955, and commercial bank holdings “other 
securities” increased from 5.5 per cent 10.4 
per cent total bank credit during the same 
period. Corporate short-term and all other 
private net debt experienced 191 per cent 
increase from December 1945 December 
1955, while commercial bank loans rose 217 
per cent. 

Postwar tendencies have thus generated 
decline net Federal debt relation 
both private and state and local debt. Should 
this trend continue and produce corollary 
variations the assets the banking system, 
would represent reversion toward com- 
position bank credit similar, some re- 
spects, that existing the prewar, prede- 
pression years. During the Gov- 
ernment securities comprised about 
per cent total bank credit. additional 
per cent consisted other invest- 
ments. asset structure less heavily weight- 
with Treasury securities would, undoubt- 
edly, create higher ratios gross operating 
income assets within the banking system. 
Since decline the importance Treasury 
issues might partially offset expanded 
holdings other securities, the ratio mar- 
ketable assets total bank credit may not 
decline appreciably from 
Nevertheless, growth the earning power 
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bank assets would be, this case, the ex- 
pense reduction the relative amounts 
those assets upon which commercial banks 
typically rely secondary reserves. 

The distribution commercial bank loans 
among the major loan categories—business, 
real estate, and consumer loans—also bears 
relation the structure debt. private 
debt has increased the postwar decade, 
mortgage and consumer obligations have risen 
greater-than-average rates, reflecting pro- 
longed durable goods and housing boom. 
Mortgage debt outstanding rose from 34.9 
44.0 per cent private net debt (exclusive 
corporate long-term debt) the years 
ending December 1955, and consumer credit 
from 5.6 12.3 per cent. banks partici- 
pated the general expansion credit 
these borrowers, real estate loans increased 
from 18.3 25.4 per cent and loans con- 
sumers from 5.4 15.4 per cent total 
bank loans. 

Continued rapid growth these types 
commercial bank loans would seem depend 
principally upon perpetuation strength 
the housing and durable goods fields. ap- 
pears clear, however, that consumer and mort- 
gage debt cannot persistently rise postwar 
rates without increasing personal debt in- 
tolerably high levels relation disposable 
personal income. Over the past years, 
these two types debt combined have risen 
average annual rate approximately 
per cent. Projected 1975, that rate 
gain would raise consumer and mortgage debt 
about $2.7 trillion dollars, nearly 
four times the projected gross national 
product. 


Reserve Needs 


individual bank, expansion de- 
posits normally represents net inflow 
funds created favorable clearing balance 


checks currency deposited cus- 
tomers, and source reserves. The bank- 
ing system whole, however, cannot gain 
reserves shifting deposit balances, and 
long-run reserve needs are unlikely met 
through decline the require- 
ments for hand-to-hand currency. Economic 
growth typically produces demands for 
rising volume currency well 
deposits. Both because deposits would in- 
crease and because the public would require 
enlarged volume hand-to-hand currency, 
long-run economic expansion would ac- 
companied the need for growing supply 
bank reserves. part, such reserve needs 
could supplied reductions legal re- 
serve requirements, but the extent that re- 
serve needs are not met from this source, total 
reserves will have expand. Over the past 
years, the principal sources supplying bank 
reserves have been increases Federal Re- 
serve bank holdings Treasury securities, 
Treasury currency outstanding, and the 
monetary gold stock. these three, Reserve 
bank ownership Treasury securities reflects 
deliberate policy decisions the Federal Re- 
serve System; the latter two represent partly 
fortuitous influences which are not de- 
pendable source bank reserves. Reserve 
bank holdings Treasury securities would 
need increase, therefore, the extent that 
reserve needs are not met lowered legally 
required reserve ratios expansion 
monetary gold and silver stocks. 

Experience the past four years indicates 
that enlargement the reserve base will oc- 
cur principally times which expansionary 
forces the economy are weakest. This 
essential characteristic flexible monetary 
policy designed restrict credit expansion 
and deposit growth the face inflationary 
pressures, and encourage the steady ad- 
vance bank credit and deposits periods 


economic recession. Reserves supplied dur- 
ing periods comparatively slack loan de- 
mand may used temporarily purchase 
Government securities, with sales these se- 
curities providing base for loan expansion 
subsequent periods accelerated eco- 
nomic growth. 


Growth the Tenth District 

Projections growth industry output 
not carry the same meaning for all firms 
industry, since individual firm the 
size its share the output 
least vital the size the total 
market. This proposition applies with less 
force commercial banking than any other 
industry. The outlook for any individual bank 
any section the total banking system can 
evaluated only terms the particular 
circumstances affecting the community served 
—the types economic activity characteristic 
the community, the degree which these 
forms business activity participate the 
general expansion the economy, the oppor- 
tunities for broadening credit markets and 
attracting deposit balances, the ability en- 
large capital funds, and on. would 
impossible provide conclusive answers 
how such factors will affect Tenth Federal 
Reserve District banking over the next 
years. The growth record Tenth District 
banks, however, indicates that over the long 
run these banks group have expanded 
about rapidly the total banking system. 
District member banks gained deposits the 
average annual rate 7.44 per cent from 
1915 1955, contrast increases 7.98 
per cent for all member banks and 6.42 per 
cent for all commercial banks the United 
States. Taking shorter-run viewpoint, ap- 
pears that Tenth District member banks have 
continued expand about rapidly all 
member banks since the end World War 
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SOURCE: Board Governors the Federal Reserve System. 


II. Major changes the postwar distribution 
member bank deposits Federal Reserve 
district have largely bypassed the Tenth Dis- 
trict. The percentage deposits held New 
York District member banks has declined 
markedly, and the Boston District share 
total deposit accounts also has fallen, but 
much more moderately. Gains deposits 
relation all member banks have been regis- 
tered principally the San Francisco, Dallas, 
Chicago, Cleveland, and Atlanta Districts. 
This conforms general way what might 
expected the basis population move- 
ments and relocation industry. 

The Kansas City District held 4.6 per cent 
total member bank deposits January 
1946 and 4.7 per cent years later. The 
share total deposits rose from 4.6 
per cent January 1946 5.0 per cent 
January 1952 and 1953, fell 4.9 per cent 
January 1954 and 1955, and 4.7 per cent 
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January 1956. Less rapid growth District 
deposits in. recent years may related 
some measure declines agricultural in- 
come. District country member banks 
towns with population less than 15,000, 
for example, deposits (other than interbank 
balances) increased 13.5 per cent the five 
years ending January 19.4 
per cent growth for all member banks the 
Tenth District. The reduction District de- 
posits from 4.9 4.7 per cent total mem- 
ber bank deposit accounts between January 
1955 and January 1956, however, reflects 
sharp, but short-lived, exit balances during 
the third quarter 1955. The short duration 
this deposit movement suggests that 
may not associated with long-run tenden- 


cies affecting deposit growth the District. 


Summary 


Growth the commercial banking system 
may viewed integral part the pro- 
cess economic expansion. Long-run growth 
the economy accompanied enlarged 
needs for money and credit, and the supplying 
deposit and credit facilities requires ex- 
panding banking system. This article has 
treated the growth banking relation 
total output examining observable trends 
historical data. The evidence provided 
trend projections not conclusive, course, 
but insights may obtained how com- 
mercial banks might participate the future 
growth the economy. 


Consumer 


Credit 


SPECTACULAR GROWTH consumer 

credit the past years, from level 
billion 1945 more than $36 billion 
currently, has attracted widespread attention. 
Even this era record growth various 
dimensions economic activity, expansion 
500 per cent over single decade un- 
usual. Furthermore, review greater span 
years reveals that the long-term growth 
record consumer credit similarly impres- 
sive. 

Various aspects the development con- 
sumer credit have been explored recent dis- 
cussions, but the central focus has been the 
burden represents through repayment de- 
mands upon current income and the hazard 
introduces lending institutions through 
risk default. Emphasis these two lines 
thought overlooks the necessity for ap- 
praising the basic function performed con- 
sumer credit the economy and the reasons 
for its high rate growth. This article does 
not consider the issue whether there too 
little too much consumer credit—a question 
not adequately answered reference 
present criteria—nor whether “good” 
forth the principal reason for the development 
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Durable Goods 


and 


Saving 


consumer credit the United States, and 
describe certain changes the financial 
status households which are related 
and some degree dependent upon its use. 


What Purpose Served Consumer Credit? 


The basic task capital financing any 
sort carry the burden imposed lags 
between the time when costs are incurred and 
the time when the benefits productive ac- 
tivity accrue. the case financing durable 
producers’ goods, for example, borrowing en- 
ables firm minimize investment its own 
funds deferred production. the case 
consumer durables (goods whose life span 
will average three years more but exclud- 
ing homes), borrowing performs parallel 
function. enables the consumer reduce 
investment his own funds the stored-up 
services embodied durable goods. Dura- 
bles, both producers’ and consumers’, are 
characterized flow services released 
over relatively long period. Financing, 
essence, the process performing the wait- 
ing “carrying” function during the period 
consumption durable goods. Such 
function necessary the use durable 
goods. 


Consumer Credit 


While not all consumer credit used 
finance purchases durable goods, as- 
sumed here that the bulk such credit 
used for this purpose. follows the rise 
integral part the growth consumer as- 
sets which has proceeded throughout the 
present century and seems have acceler- 
ated the past decade. 

The degree which credit capable 
reducing consumer investment deferred 
satisfactions obviously rests upon the relation- 
ship between the period payment and the 
life the unit being financed. Each payment 
under the instalment contract is, sense, 
divided between currently received services 
and deferred “stored-up” services. Although 
consumption the service the durable 
item exceeds the rate payment, such 
situation not typical. The normal relation- 
ship between instalment credit and durable 
goods one which the consumer holds 
substantial equity the unit. The shorter the 
period payment relative the life the 
durable, the larger the proportion stored- 
services acquired. The longer the maturity 
the loan, the more closely the consumer- 
borrower approaches payment for services 
already currently consumed. 

significant measure, consumer durables 
have introduced changes some services 
processes great constitute new serv- 
ices, rather than extensions old ones. Thus 
automobile not merely store trans- 
portation. Compared with the horse and car- 
riage, performs quite distinctly different 
function and satisfies additional needs. Simi- 
larly, air conditioners, deep freeze units, 
and the host other appliances which are 
now standard equipment households have 
fundamentally changed the nature services 
and satisfactions available consumers. 


The mechanization process, however, has 
not been entirely matter adding new sery- 
ices. Many consumer durables provide 
ices which are close substitutes for services 
rendered producers’ durables, and expendi- 
tures consumer goods take the place 
purchases similar services from businesses. 
For example, the investment which has gone 
into home television receivers the past ten 
years may serve substitute for expendi- 
tures moving picture theatres. even 
larger scale, accumulation our present stock 
alternative expanded outlays for buses, 
streetcars, railroads, and commercial aircraft. 
The list substitute services rendered 
consumer durables could extended, but 
clear that purchases such consumer capi- 
tal properly regarded from the social view- 
point alternative investment busi- 
ness capital goods rendering competing 
services. These changes consumption habits 
have had important repercussions the 
volume wealth and debt the consumer 
sector the economy. 


Saving Through Consumer Durables 


One the salient economic features 
recent decades the enormous amount 
wealth accumulated households the 
form durable consumer goods. fact, 
his comprehensive work, Study Saving 
the United States, Raymond Goldsmith 
observes that the most pronounced trend 
personal saving, normal periods, from 1897 
has been the increased share saving 
the form consumer durables. After allow- 
ance for consumer debt, Goldsmith’s data 
reveal that the share consumer durables 
personal saving rose from per cent the 
period 1897-1908 per cent the 
and per cent the early postwar years. 
Estimates for the period 1950-55 suggest that 


ACCUMULATED SAVING THE FORM 
CONSUMER DURABLE GOODS THE 


(In billions dollars) 
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Note: Excludes farm holdings durable goods. 


SOURCE: Goldsmith, Raymond W., Study Saving the 
United States, and Federal Reserve Bank Kan- 
sas City. 


saving the form durables increased 
further proportion total saving. 

The cumulative total saving the form 
consumer durables shown the accom- 
panying chart for the period 1896-1955. 
that period the value holdings consumer 
durables, after allowance for estimated de- 
preciation, increased more than $170 bil- 
lion. the end 1955, consumers held dura- 
bles representing investment current 
prices nearly $180 billion. This per 
cent above the estimated value holdings 
the beginning 1950 and more than two 
and one half times the value consumer 
durables the beginning the postwar 
period. While part the increase from 1896 
1955 represents changes price (each 
accumulation was valued current 
prices), adjustment values common 
price level (1929) reveals increase be- 
tween 1896 and 1955 approximately $100 
billion. 

interest note that the upward 
trend holdings consumer durables was 
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sufficiently vigorous produce net increases 
holdings almost continuously during the 
six decades. With the exception the brief 
decline 1921-22 and the severely depressed 
period 1930-34, savings this form have ex- 
panded each year. The size increases has 
varied substantially over business cycles, re- 
flecting the sensitivity such savings 
cyclical influences. Nevertheless, with the ex- 
ceptions noted, the upward trend has been 
clearly predominant. 

The significance this long-term growth 
can appreciated better, perhaps, terms 
the gain per household. Average holdings 
durables increased from $375 per family 
1900 $1,050 1940. 1950, the stock had 
grown still further, reaching level $2,600 
per family, despite the rapid formation 
new household units after the war. the 
latest date for which estimate has been 
made, the level was approximately $3,500. 

The meaning figures savings held 
the form consumer durables becomes 
clearer comparison with other pools 


TOTAL CONSUMER DEBT THE EXCLUDING 
REAL ESTATE MORTGAGES 
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SOURCE: Goldsmith, Raymond W., Study Saving the 
United States, and Board Governors the 
Federal Reserve System. 
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Consumer Credit 


wealth. the basis recent estimates, con- 
sumer durables comprise nearly per cent 
national wealth other than land, compared 
with per cent 1940 and about per 
cent 1900. Moreover, according recent 
estimates, consumer investment durables 
nearly equal value the total industry 
investment durable producers’ equipment. 

return the point made earlier regard- 
ing the function consumer credit financ- 
ing accumulations durable goods, in- 
teresting note the parallel secular growth 
consumer loans from less than $500 mil- 
lion 1896 the present total more than 
$36 billion. Just consumer durables have 
been substituted for producers’ durables, 
has consumer debt become larger relative 
other debt. Consumer debt 1929, for ex- 
ample, was $6.4 billion, less than per 
cent total net private debt $161 billion. 
the end 1955, consumer debt had risen 
$36.2 billion and represented more than 
per cent total net private debt. pro- 
portion holdings consumer durables, 
consumer debt 1955 was higher than 
most earlier periods, but the existence 
long-term trend this ratio not clear. 
Obviously, repayment schedules have con- 
tinued far ahead the actual consumption 
durables, and the proportion consumer 
holdings financed credit, though fluctuat- 
ing over the business cycle, has remained 
within range per cent. While larg- 
amounts consumer credit have been used 
finance the increased volume consumer 
durables, this expansion credit does not 
show signs eliminating the 
equity durable goods. 

Looking toward the future, one the im- 
portant factors determining the volume 
consumer credit will the level national 
income and production. While projections 
economic activity differ certain respects, 


CONSUMER EXPENDITURES DURABLE GOODS 
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Note: Excludes farm purchases consumer durable goods. 
SOURCE: Goldsmith, Raymond W., Study Saving the 
United States, and Department Commerce. 


necessary note here only that they con- 
tain serious disagreement over the expec- 
tation that there will growth. addition, 
trend toward proportionally larger amounts 
durable purchases consumers evident 
over number years. 

The significance this trend purchases 


consumer durables fairly clear. long 


consumers desire build holdings 
durables order increase the flow 
services from these goods, continually in- 
creasing output durables will required. 
The reason for this that depreciation be- 
comes greater the stock consumer 
durables becomes greater. Consequently, 
more replacement needed merely main- 
tain the stock. 1955, for example, de- 
preciation consumer durables has been 
estimated the neighborhood $22 
billion, compared with about $17 billion 
1953 and around $10 billion 1948. 
More than half the annual outlay recent 
years apparently represents replacement 
wornout obsolete equipment. Thus, pre- 
serve the trend increases the stock 
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durables, not sufficient that production 
merely maintained today’s level. There 
must growth output over the long run. 

Unless such potential increase the pro- 
duction and sale consumer durables ac- 
companied offsetting trend toward 
lower proportion durables bought 
credit, probable that the volume con- 
sumer credit also will expand. Just what levels 
consumer credit may attained the 
next years will determined variety 
demographic well economic factors. 
Population growth, shifts age distribution, 
price level changes, possible structural expan- 
sion involving new techniques for use 
credit promote sales nondurables, and 
evolving credit terms will all important in- 
fluences the extent growth. 


Durable Goods and Saving 


Summary 


Two general conclusions emerge from the 
foregoing discussion. First, there evidence 
substantial long-term build-up savings 
consumers the form durable goods. 
These holdings durables represent in- 
vestment service-yielding equipment com- 
parable magnitude and similar purpose 
the investment industry durable 
equipment. Second, the growth consumer 
debt the past years closely related 
the growth holdings these relatively 
long-lived assets households. Proper judg- 
ment the role consumer debt the 
economy and appraisal the current volume 
such debt must take into account the 
character and magnitude consumer invest- 
ment which being financed 
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WEEKLY AVERAGE LIVESTOCK PRICES 
Choice Quality 
DOLLARS PER CWT. DOLLARS PER CWT. 


SLAUGHTER STEERS 
900-1100 LBS. 
(OMAHA) 


FEEDER STEERS 
§00- 800 LBS. 
(KANSAS CITY) 


BUTCHER HOGS 
220-240 LBS. 
(OMAHA 


1954 1955 1956 


BANKING THE TENTH DISTRICT 


Deposits 


District 
and 
States 


TenthF. Dist. 
Colorado 
Missouri* 

Nebraska 

New Mexico* 


Oklahoma* 
Wyoming 


*Tenth District portion only. **No reserve cities this state. 


TERMINAL MARKET PRICES 
Kansas City 


DOLLARS PER BUSHEL 


DOLLARS PER 
3.00 


WEEKLY AVERAGES DAILY HIGHS 3.00 


2.50 


WHEAT 
NO. DK. HO. 


2.00 


CORN 


NO. 


1.50 


1.00 
1954 1955 1956 


PRICE INDEXES, UNITED STATES 


Consumer Price Index 


Wholesale Price Index 
Prices Farmers 
Prices Paid Farmers 


Revised. 


TENTH DISTRICT BUSINESS INDICATORS 


Residential 
Building 


Valve Valve 
Check Department 
Payments Store Sales 


Percentage change—1956 from 1955 


Year Year 


District 
and Principal 
Metropolitan 


TenthF.R. Dist. 
Denver 
Wichita 
Kansas City 
Omaha 
Okla. City 


Tulsa 


City, Mo., ond 


*City only. 


City, Mo., only. 


: 

July 

Reserve Reserve 
City Country City Country 
Member Member Member Member 
July 1956 Percentage Change From 
July June July July 

Areas 
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